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SUBJECT: COTTON CONTRACT PROBLEM 

REF: (A) MANILA 16306 (B) MANILA 16718 (C) MANILA 17404 

1. TAYLOR HAS SO FAR RESISTED PRLSSURE FROM US REPS AND 
INDUSTRY ORGANIZATIONS TO REVISE POSITION ON SOLID CONTRACT 
OR TO SUBMIT CONTRACT TO TECHNICAL ARBITRATON. WE HAVE 
EMPHASIZED TO TAYLOR AND INDUSRY REPS THAT REMAINING 
CONTRACTS ON ANNEX MAY BE JEOPARDIZED BY HIS ACTION, BUT 
TO NO AVAIL. 

2. TAYLOR'S POSITION IS THAT EVEN IF HE TOOK RISK OF 
ARBITRATION , THERE IS NO CERTAINTY THAT THE 
REMAINING L/C'S WOULD BE OPENED. MOREOVER, WHEN FORMER 
AMBASSADOR BLAIR TELEPHONED MRS. REYES ON DECEMBER 8 TO 
DISCUSS OBSTACLES TO OPENING REMAINING L/C'S, MRS. REYES 
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OF PROBLEM. ACEA BELIEVES THAT SINCE TAYLOR SOLID PRO- 
BLEM NOT RAIS D BY MRS. REYES, THIS MAY INDICATE SOLID 
PROBLEM WILL NOT AFFECT PHILIPPINE PERFORMANCE ON REMAIN- 
ING CONTRACTS. ACEA HAS MAIN.AINED THIS POSITION EVEN IN 
LIGHT OF VIRATA LETTER REPORTED REF C. 

3. REQUEST EMBASSY DISCUSS REMAINING CONTRACTS ON ANNEX 
WITH DBP. IF DBP RAISES TAYLOR - SOLID CASE, PLEASE 
REPORT DBP POSITION IN DETAIL. IN SUCH CASE, WE 
WOULD BE PARTICULARLY INTERESTED IN WHETHER OR NOT 
ARBITRATION OF TAYLOR SOLID CASE (WITH GUARANTEE THAT 
SOLID WILL BE PAID IF MILL WINS ARBITRATION) WILL BE 
SUFFICIENT CONDITION FOR ALL REMAINING CONTRACTS TO BE 
OPENED WITHOUT DELAY. KISSINGER 
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